AGENDA BILL APPROVAL FORM

" WASHINGTON

Agenda Subject: Initiative 1033 (1-1033) Date: September 28, 2009
Department: Attachments: 1-1033 Compete Text, | Budget Impact:
Legal 1-1033 Fiscal Impact Statement, and

Resolution No. 4534

Administrative Recommendation:

City Council adopt Resolution No. 4534.

Background Summary:

Initiative 1033, Concerning State, County and City Revenue is a state-wide measure that will be on the
November 2009 ballot. This initiative, co-sponsored by Tim Eyman, Jack Fagan, and Mike Fagan, would
limit the growth of state, county and city general fund revenues received from taxes, fees, and other
charges not expressly approved by the voters. Initiative 1033 applies only to the state, counties and cities,
and would not directly apply to ports, public utility districts, transit districts or other governmental entities.

Initiative 1033 would apply starting with general fund revenues received in 2010 with the limit set at the
2009 level. The cap on revenues would fluctuate annually based on any change in population and
inflation. Any additional revenues collected above the cap would be placed in a “Lower Property Taxes
Account” and used to reduce the property tax levy. The initiative excludes new voter-approved revenue
from the growth limit; however, this is defined as “the increase in revenue approved by the city’s voters at
an election after the effective date of this act.” Since the November election is the last of 2009, any voter-
approved tax increases passed in 2009 or earlier (including Auburn’s voted tax increase — SOS Program)
would likely be subject to this initiative and not excluded from the revenue limitations.

Opponents of Initiative 1033 are concerned that the initiative will slow economic recovery by making
recessionary revenues the new baseline. Opponents compare 1-1033 with a similar initiative passed in the
state of Colorado in 1992 that was suspended in 2005 due to its critical economic problems. The Fiscal
Impact Statement for Initiative 1033 from the Washington State Office of Financial Management indicates
that “[t]he initiative would reduce state general fund revenues that support education; social, health and
environmental services; and general government activities by an estimated $5.9 billion by 2015.”
According to the Public Disclosure Commission, and in accordance with RCW 42.17.130 (below), City
Councils may collectively vote to support or oppose a ballot measure at a properly noticed public meeting,
where supporters and opponents of the measure are given an equal opportunity to express views.
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Agenda Subject: Initiative 1033 Date: September 28, 2009

The full text of Initiative 1033 and the Fiscal Impact Statement from the Office of Financial Management
are attached to provide additional background information.

RCW 42.17.130 Forbids use of public office or agency facilities in campaigns.

No elective official nor any employee of his office nor any person appointed to or employed by
any public office or agency may use or authorize the use of any of the facilities of a public office or
agency, directly or indirectly, for the purpose of assisting a campaign for election of any person to any
office or for the promotion of or opposition to any ballot proposition. Facilities of publiic office or agency
include, but are not limited to, use of stationery, postage, machines, and equipment, use of employees of
the office or agency during working hours, vehicles, office space, publications of the office or agency, and
clientele lists of persons served by the office or agency: PROVIDED, That the foregoing provisions of this
section shall not apply to the following activities:

(1) Action taken at an open public meeting by members of an elected legislative body to express
a collective decision, or to actually vote upon a motion, proposal, resolution, order, or ordinance, or to
support or oppose a ballot proposition so long as (a) any required notice of the meeting includes the title
and number of the ballot proposition, and (b) members of the legislative body or members of the public
are afforded an approximately equal opportunity for the expression of an opposing view,

(2) A statement by an elected official in support of or in opposition to any ballot proposition at an
open press conference or in response to a specific inquiry;

(3) Activities which are part of the normal and regular conduct of the office or agency.
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Initiative Measure No. 1033

Filed

JAN 09 2008
SECRETARY o STATE

COMPLETE TEXT

AN ACT Relating to protecting taxpayers by limiting the tax
burden on Washington's citizens; adding a new section to chapter
43.135 RCW; amending RCW 84.52.065; adding new sections to chapter
36.33 RCW; adding new sections to Title 35 RCW; adding new sections
to Title 35A RCW; amending RCW 84.52.043; amending RCwW 84.55.010; and

creating new sections.
BE IT ENACTED BY THE PECPLE OF THE STATE OF WASHINGTON:

POLICIES AND PURPOSES

NEW SECTION. 8Sec. 1. This measure is intended to protect
taxpayers by reducing our state's obscene and unsustainable property
tax burden by controlling the growth of government to an affordable
level. It is long overdue. This measure would limit the growth
rate of state, county, and city general fund revenue, not including
new voter-approved revenue, to inflation and population growth.
Excess revenue collected above these limits would be used to reduce
property taxes. This measure permits the growth of Washington's tax
burden to increase at an affordable, sustainable rate, allows
citizens to vote for higher taxes where they see a need, and uses
excess revenues apove this limit to reduce property taxes.

Intent of sections 2(7), 4(7), 6(7) and 8{(7): Voter-approved
increases in revenue are exempt from this measure’s revenue limit,
This includes binding votes of the people and does not include a

revenue increase approved by an advisory vote. The language of this
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act is clearly intended to ensure that voter approval of a property
tax levy lid lift only exempts the additional increase in property
tax revenue and not the base levy.

Intent of sections 2(8}), 4(8), 6(8) and 8(8): In order to
ensure affordability, sustainability, and predictability of the
people’s tax burden, the rate of growth of general fund revenue, not
including new voter-approved revenue, shall not exceed inflation and
population growth. The general fund revenue limit for 2010 will be
the revenue collected and received in 2009, adjusted for inflation
for 2009 and population growth using determinations by the office of
financial management in 2009 and 2010 (new voter-approved revenues
are exempt). The general fund revenue limit in 2011 will be the
general fund revenues received in 2010 that do not exceed the limit
for 2010, adjusted for inflation and population growth using
determinations by the office of financial management in 2010 and
2011 (new voter-approved revenues are exempt). The people want the
revenue limit for any year to be the previous year’'s general fund
revenue plus an adjustment for that year’'s inflation and population
growth. This will ensure that the rate of growth of our tax burden
does not exceed the taxpayers’ ability to afford it.

Intent concerning inflation and population growth: This measure
limits state, county, and city general fund revenue increases, not
including new voter-approved increases, to inflation and population
growth. The office of financial management reports the bureau of
economic analysis' calculation for annual inflation on March 27
following each calendar year; this measure uses that calculation to
define inflation. The office of financial management annually
develops and tracks populations for the state, counties, and cities
and generally reports its determinations each year on June 30. It
is an extensive, detailed and long-standing demographic program.
This measure defines population growth as the percentage change in

population based on those determinations made in the current year
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and the previous year; this measure uses those calculations to
define population growth.

Intent of section 11: Property tax increases are currently
limited to one percent per year. This measure makes no change to
the calculation of that limit. Instead, it requires a reducticon in
property taxes when general fund revenues exceed the revenue limit.

Intent related to reserve accounts: This measure exempts fund
transfers in and out of the constitutionally required rainy day fund
for the state. In regard to cities and counties, this measure makes
no change to the ability of any city or county to use existing and
future reserve funds to supplement their general fund revenue when
revenue is below their revenue limit.

During these tough economic times, struggling working families
and fixed-income senior citizens desperately need and deserve
meaningful property tax relief., Property taxes have skyrocketed for
decades and peliticians have done nothing to address this very real
problem. This measure also provides a much-needed economic stimulus
to our state's struggling economy by keeping our tax burden at an
affordable, sustainable level and by reducing our state’s crushing
property tax burden. So, this measure ensures meaningful tax
relief, a big boost to our state's economy, and long-overdue reform
of government. It is a smart, balanced, reasonable solution to our

state's property tax problem.

LIMITING THE TAX BURDEN OF WASHINGTON’S CITIZENS BY LIMITING THE
GROWTH OF STATE GOVERNMENT'’S GENERAL FUND REVENUE, NOT INCLUDING NEW
VOTER-APPROVED REVENUE, TO INFLATION AND POPULATION GROWTH.
EXCESS REVENUE ABOVE THIS LIMIT WOULD BE USED TO
REDUCE PROPERTY TAXES IMPOSED BY STATE GOVERNMENT

NEW SECTION. Sec. 2. A new section is added to chapter 43.135
RCW to read as follows:

{1) The growth rate of state government general fund revenue, not
including new voter-approved revenue, must be limited to inflation

and population growth. As provided in subsection (8) of this
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section, any revenues received above this limit must be deposited
into a new account hereby created called the “Lower State Property
Taxes Account.” All revenues received during a year which are
deposited in this account must be used to reduce the subsequent
yvear’'s state property tax levy as provided in section 3 of this act.

(2) For purpcses of this section, "general fund revenue’ means
the aggregate of revenue from taxes, fees, and other governmental
charges received by state government that are deposited in any fund
subject to the state expenditure limit under RCW 43.135.025.
vGeneral fund revenue” does not include the funds required to be
transferred into the fund created under Article 7, Section 12 of the
state constitution and does not include funds transferred from that
fund. “General fund revenue” does not include revenue received from
the federal government.

(3} For the purposes of this section, “inflation” means the
annual percentage change in the implicit price deflator for the
United States as published on or about March 27 following each
calendar year by the bureau of economic analysis and reported by the
office of financial management.

{4) For purposes of this section, "population growth" means the
percentage change in the statewide population based on the annual
statewide population determinations reported by the office of
financial management during the prior calendar year and the current
calendar vear.

(5) If the cost of any state program or function is shifted from
the state general fund or any fund subject to the state expenditure
limit under RCW 43.135.025, on or after January 1, 2009, to another
source of funding, or if revenue is transferred from the state
general fund or any fund subject to the state expenditure limit
under RCW 43.135.025 to another fund or account, the limit required
by this section shall apply to the aggregate of funds subject to the
state expenditure limit under RCW 43.135.025, plus the shifted
and/or transferred revenue for that year and all subsequent years.

(6) If the cost of any state program or function and the revenue
to fund the program or function are shifted to the state general

fund or any fund subject to the state expenditure limit under RCW
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43.135.025, on or after January 1, 2009, the limit required by this
section shall apply to the aggregate of funds subject to the state
expenditure limit under RCW 43.135.025, including the shifted
revenue for that yvear and all subsequent years.

{7) For the purposes of this section, “new voter-approved
revenue’ is defined as the increase in revenue approved by the
state’s voters at an election after the effective date of this act.

(8) The limit established in subsection (1) of this section must
be implemented as follows:

(a) For the first calendar year beginning after the effective
date of this act, the general fund revenue, not including new voter-
approved revenue, received above the amount received in 2009 adjusted
by any amount necessary to reflect inflation for the 2009 calendar
year and population growth, must be deposited in the “Lower State
Property Taxes Account.”

(b) For subsequent years, the general fund revenue, not
including new voter-approved revenue, received above the amount
received in the immediately prior calendar year, less any deposits
into the “Lower State Property Taxes Account,” adjusted by any amount
necessary to reflect inflation for the immediately prior calendar
year and population growth, must be deposited in the “Lower State
Property Taxes Account.”

Sec. 3. RCW 84.52.065 and 1991 sp.s. ¢ 31 s 16 are each amended
to read as follows:

{1) Subject to the limitations in RCW 84.55.010, in each year
the state shall levy for collection in the following year for the
support of common schools of the state a tax of three dollars and
sixty cents per thousand dollars of assessed value upon the assessed
valuation of all taxable property within the state adjusted to the
state equalized value in accordance with the indicated ratio fixed by
the state department of revenue.

(2) _The state property tax levy must be reduced from the amount

that could otherwise be levied under subsection (1} of thig section

by an amount equal to the qross deposits to the “"Lower State Property

Taxes Account” established in section 2 of this act from the previous

year .
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(3) The balance of the “Lower State Property Taxes Account” must

be transferred each year to the general fund to account for the

reduction of the levy as provided in subsection {2) of this section.

(4) As used in this section, “the support of common schools”
includes the payment of the principal and interest on bonds issued
for capital construction projects for the common schools.

LIMITING THE TAX BURDEN OF WASHINGTON’S CITIZENS BY LIMITING THE
GROWTH OF EACH COUNTY'’S GENERAL FUND REVENUE, NOT INCLUDING NEW
VOTER-APPROVED REVENUE, TO INFLATION AND POPULATION GROWTH.
EXCESS REVENUE ABOVE THIS LIMIT WOULD BE USED TO
REDUCE PROPERTY TAXES IMPOSED BY EACH COUNTY

NEW SECTION. Sec. 4. A new section is added to chapter 36.33
RCW tc read as follows:

(1) The growth rate of each county government’'s general fund
revenue, not including new voter-approved revenue, must be limited to
inflation and population growth. As provided in subsection (8) of
this section, each county must deposit revenues received above this
limit in a new account created by the county called the "“Lower County
Property Taxes Account.” All revenues received during a year which
are deposited in this account must be used to reduce the subsequent
year's county property tax levy by the amount of gross deposits in
the account.

(2) For purposes of this section, “general fund revenue” means
the aggregate of revenue from taxes, fees, and other governmental
charges received by the county that are deposited in the county’'s
current expense fund.

(3} For the purposes of this section, “inflation” means the
annual percentage change in the implicit price deflator for the
United States as published on or about March 27 following each
calendar year by the bureau of economic analysis and reported by the
office of financial management.

(4) For purposes of this section, “"population growth" means the
percentage change in the countywide populaticn based on the annual
countywide population determinations reported by the office of
financial management during the prior calendar year and the current
calendar year.
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(5} If the cost of any county program or function is shifted
from the county’'s current expense fund on or after January 1, 2009,
to another source of funding, or if revenue is transferred from the
county’s current expense fund to another fund or account, the limit
required by this section shall apply to the aggregate of the
county’s current expense fund plus the shifted and/or transferred
revenue for that year and all subsequent years.

(6) If the cost of any county program or function and the
revenue to fund the program or function are shifted to the county’s
current expense fund on or after January 1, 2009, the limit required
by this section shall apply to the aggregate of the county general
fund including the shifted revenue for that year and all subsequent
years.

(7) For the purposes of this section, “new voter-approved
revenue” is defined as the increase in revenue approved by the
county'’'s voters at an election after the effective date of this act.

(8) The limit established in subsection (1) of this section must
be implemented as follows:

(a) For the first calendar year beginning after the effective
date of this act, the general fund revenue, not including new voter-
approved revenue, received above the amount received in 2009 adjusted
by any amount necessary CoO reflect inflation for the 2009 calendar
year and population growth, must be deposited in the “Lower County
Property Taxes Account.”

(b) For subseguent years, the general fund revenue, not
including new voter-approved revenue, received above the amount
received in the immediately prior calendar year, less any deposits
into the “Lower County Property Taxes Account,” adjusted by an amount
necessary to reflect inflation for the immediately prior calendar
year and population growth, must be deposited in the *“Lower County

Property Taxes Account.”

NEW SECTION. Sec. 5. A new section is added to chapter 36,33

RCW to read as follows:
any county'’s property tax levy shall be reduced from the amount
that could otherwise be levied under RCW 84.52.043 of this section by
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an amount equal to the previous year's gross deposits to that
county'’'s “Lower County Property Taxes Account” established in section
4 of this act.

LIMITING THE TAX BURDEN OF WASHINGTON'S CITIZENS BY LIMITING THE
GROWTH OF EACH CITY’S GENERAL FUND REVENUE, NOT INCLUDING NEW VOTER-
APPROVED REVENUE, TOQ INFLATION AND POPULATION GROWTH.

EXCESS REVENUE ABOVE THIS LIMIT WOULD BE USED TO
REDUCE PROPERTY TAXES IMPOSED BY EACH CITY

NEW SECTION, Sec. 6. A new section is added to Title 35 RCW to
read as follows:

(1) The growth rate of each city government's general fund
revenue, not including new voter-approved revenue, must be limited to
inflation and population growth. As provided in subsection (8) of
this section, each city must deposit revenues received above this
limit in a new account created by the city called the “Lower City
Property Taxes Account.” All revenues received during a year which
are deposited in this account must be used to reduce the subsequent
year's city property tax levy by the amount of gross deposits in the
account.

(2) For purposes of this section, “general fund revenue” means
the aggregate of revenue from taxes, fees, and other governmental
charges received by the city that are deposited in the city’s current
expense fund.

(3) For the purposes of this section, “inflation” means the
annual percentage change in the implicit price deflator for the
United States as published on or about March 27 following each
calendar year by the bureau of economic analysis and reported by the
office of financial management.,

{4) For purposes of this section, "pecpulation growth" means the
percentage change in the city wide population based on the annual
city wide population determinations reported by the office of
financial management during the prior calendar year and the current
calendar vear.

(5) If the cost of any city program or function is shifted from
the city's current expense fund on or after January 1, 2009, to

ancther source of funding, or if revenue is transferred from the
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city’s current expense fund to another fund or account, the limit
required by this section shall apply to the aggregate of the city’s
current expense fund plus the shifted and/or transferred revenue for
that year and all subsequent years.

(6) Tf the cost of any city program or function and the revenue
to fund the program or function are shifted to the city’'s current
expense fund on or after January 1, 2009, the limit required by this
section shall apply 'to the aggregate of the city’s current expense
fund including the shifted revenue for that year and all subsequent
years.

(7) For the purposes of this section, “new voter-approved
revenue” is defined as the increase in revenue approved by the city'’'s
voters at an election after the effective date of this act.

(8) The limit established in subsection (1) of this section must
be implemented as follows:

(a) For the first calendar year beginning after the effective
date of this act, the general fund revenue, not including new voter-
approved revenue, received above the amount received in 2009 adjusted
by an amount necessary to reflect inflation for the 2009 calendar
year and population growth, must be deposited in the “Lower City
Property Taxes Account.”

(b) For subsequent years, the general fund revenue, not
including new voter-approved revenue, received above the amount
received in the immediately prior calendar year, less any deposits
into the “Lower City Property Taxes Account,” adjusted by an amount
necessary to reflect inflation for the immediately prior calendar
yvear and population growth, must be deposited in the “Lower City

Property Taxes Account.”

NEW SECTION, 8ec. 7. A new section is added to Title 35 RCW to
read as follows:

Any city’s property tax levy must be reduced from the amcunt
that could otherwise be levied under RCW 84.52.043 of this section by
an amount egual to the gross deposits to that city’s “Lower City
Property Taxes Account” established in section 6 of this act from the
previous year.
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NEW SECTION. 8Sec. 8. A new section is added to Title 35A RCW
to read as follows:

(1) The growth rate of each city government’'s general fund
revenue, not including new voter-approved revenue, must be limited to
inflation and populaticn growth. As provided in subsection (8) of
this section, each city must deposit revenues received above this
limit in a new account created by the city called the “Lower City
Property Taxes Account.” All revenues received during a year which
are deposited in this account must be used to reduce the subsequent
year's city property tax levy by the amount of gross deposits in the
account.

(2) For purposes of this section, “general fund revenue” means
the aggregate of revenue from taxes, fees, and other governmental
charges received by the city that are deposited in the city’s current
expense fund.

(3) For the purposes of this section, “inflation” means the
annual percentage change in the implicit price deflator for the
United States as published on or about March 27 following each
calendar year by the bureau of economic analysis and reported by the
office of financial management.

(4) For purposes of this section, "population growth" means the
percentage change in the city wide population based on the annual
city wide population determinations reported by the office of
financial management during the prior calendar year and the current
calendar year.

(5) If the cost of any city program or function is shifted from
the city’s current expense fund on or after January 1, 2009, to
another source of funding, or if revenue is transferred from the
city’s current expense fund to another fund or account, the limit
required by this section shall apply to the aggregate of the city’s
current expense fund plus the shifted and/or transferred revenue for
that vear and all subsequent years.

{6) If the cost of any city program or function and the revenue
to fund the program or function are shifted to the city’'s current

expense fund on or after January 1, 2009, the limit required by this
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section shall apply to the aggregate of the city’s current expense
fund including the shifted revenue for that year and all subsequent
years.

(7) For the purposes of this section, "“new voter-approved
revenue” is defined as the increase in revenue approved by the city’s
voters at an election after the effective date of this act.

(8) The limit established in subsection (1) of this section must
be implemented as follows:

(a) For the first calendar year beginning after the effective
date of this act, the general fund revenue, not including new voter-
approved revenue, received above the amount received in 2009 adjusted
by an amount necessary to reflect inflation for the 2002 calendar
year and population growth, must be deposited in the “Lower City
Property Taxes Account.”

(b} For subsegquent years, the general fund revenue, not
including new voter-approved revenue, received above the amount
received in the immediately prior calendar year, less any deposits
into the “Lower City Property Taxes Account,” adjusted by an amount
necessary to reflect inflation for the immediately prior calendar
year and population growth, must be deposited in the “Lower City
Property Taxes Account.”

NEW SECTION. Sec. 9. A new section is added to Title 35A RCW

to read as follows:

Any city’s property tax levy must be reduced from the amount
that could otherwise be levied under RCW 84.52.043 of this section by
an amount equal to the gross deposits to that city’s “Lower City
Property Taxes Account” established in section 8 of this act from the
previous year.

Sec. 10. RCW 84.52.043 and 2005 ¢ 122 s 3 are each amended to
read as follows:

within and subject to the limitations imposed by RCW 84.52.050 as
amended, the regular ad valorem tax levies upon real and personal
property by the taxing districts hereafter named shall be as follows:

(1) Levies of the senior taxing districts shall be as follows:
(a) The levy by the state shall not exceed three dollars and sixty
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cents per thousand dollars cof assessed value adjusted to the state
equalized value in accordance with the indicated ratio fixed by the
state department of revenue to be used exclusively for the support of
the common schocls; (b) the levy by any county shall not exceed one
dollar and eighty cents per thousand dollars of assessed value; (c}
the levy by any road district shall not exceed two dollars and
twenty-five cents per thousand dollars of assessed value; and (d) the
levy by any city or town shall not exceed three dollars and thirty-
seven and one-half cents per thousand dollars of assessed value.
However any county is hereby authorized to increase its levy from one
dollar and eighty cents to a rate not to exceed two dollars and
forty-seven and cne-half cents per thousand dollars of assessed value
for general county purposes if the total levies for both the county
and any road district within the county do not exceed four dollars
and five cents per thousand dollars of assessed value, and no other
taxing district has its levy reduced as a result of the increased
county levy.

(2) The aggregate levies of junior taxing districts and senior
taxing districts, other than the state, shall not exceed five dollars
and ninety cents per thousand dollars of assessed valuation. The term
*“junior taxing districts” includes all taxing districts other than
the state, counties, road districts, cities, towns, port districts,
and public utility districts. The limitations provided in this
subsection shall not apply to: {(a) Levies at the rates provided by
existing law by or for any port or public utility district; (b)
excess property tax levies authorized in Article VII, section 2 of
the state Constitution; (c) levies for acquiring conservation futures
as authorized under RCW 84.34.230; (d) levies for emergency medical
care or emergency medical services imposed under RCW 84.52.069; (e)
levies to finance affordable housing for very low-income housing
imposed under RCW 84.52.105; (f) the portions of levies by
metropolitan park districts that are protected under RCW 84.52.120;
(g) levies imposed by ferry districts under RCW 36.54.130; (h) levies
for criminal justice purposes under RCW 84.52.135; and (1) the
portions of levies by fire protection districts that are protected
under RCW 84.52.125.
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(3) The limitations in subsections (1} and {2) for the levies by

the state, counties and cities must be further adjusted as provided

in sections 2, 4, 6 and 8 of this act.

Sec. 11. RCW 84.55.010 and 2006 ¢ 184 s 1 are each amended to
read as follows:

Except as provided in this chapter, the levy for a taxing
district in any year shall be set sc that the regular property taxes
payable in the following year shall not exceed the limit factor
multiplied by the amount of regular property taxes lawfully levied
for such district plus revenues deposited as provided in sections
2(7), 4(7), 6(7) and 8(7) of this act in the highest of the three
most recent years in which such taxes were levied for such district

plus an additional dollar amount calculated by multiplying the
increase in assessed value in that district resulting from new
construction, increases in assessed value due to construction of
electric generation wind turbine facilities classified as personal
property, improvements to property, and any increase in the assessed
value of state-assessed property by the regular property tax levy

rate of that district for the preceding year. The adjustments

provided in sections 2, 4, 6, and 8 of this act provide a limitation

on property tax levies which is in addition to the limit factor in

this section.

CONSTRUCTION CLAUSE

NEW SECTION. Sec. 12. The provisions of this act are to be

liberally construed to effectuate the intent, policies, and purposes
of this act.

SEVERABILITY CLAUSE

NEW SECTION. Sec. 13. If any provision of this act or its
application to any person or circumstance is held invalid, the
remainder of the act or the application of the provision to other
persons or circumstances is not affected.

MISCELLANEOUS
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NEW SECTION. Sec. 14. Subheadings used in this act are not

part of the law.

NEW SECTION. 8ec. 15. This act shall be known and cited as the

Lower Property Taxes Act of 2009.

--- END ---
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STATE OF WASHINGTON

OFFICE OF FINANCIAL MANAGEMENT
Insurance Building, P.O. Box 43113 ¢ Olympia, Washington 98504- 3113 -# (360) 902- 0555

Fiscal Impact Statement for Initiative 1033
As sent to the Office of the Sectetary of State, August 10, 2009

Fiscal Impact through Calendar Year 2015

Initiative 1033 limits annual growth of state, city and county general fund revenue to the rate of
inflation and population growth. General fund revenues exceeding this limit must be used to reduce
the following year’s state, city or county general fund property tax levy. The initiative reduces state
general fund revenues that support education; social, health and environmental setvices; and general
government activities by an estimated $5.9 billion by 2015. The initiative also reduces general fund
revenues that support public safety, infrastructure and general government activities by an estimated
$694 million for counties and $2.1 billion for cities by 2015.

General Assumptions

The initiative is set on a calendar year (CY) basis.

CY 2010 revenue limit is calculated as follows:

CY 2009 General Fund Revenue X (1 + 2009 % Change Population) X (1 + 2009 % Change Inflation)
CY 2010 general fund revenues that exceed the CY 2010 revenue limit will be transferred into
new “Lower Property Tax Accounts” for the state, counties and cities. The first transfer(s) into
the new accounts will occur in CY 2011.

The first propetty tax levy to be reduced by the initiative is the 2011 levy, which is collected in
CY 2012. Thus, funds will be transferred from the new “Lower Property Tax Accounts” into
state, county and city general funds in CY 2012 to account for any reduction in 2011 levies.

State Revenue Estimate - Assumptions

The initiative defines state general fund revenue as the aggregate of revenue from taxes, fees and
other governmental charges received by state government that are deposited into any fund
subject to the state’s expenditure limit under RCW 43.135.025. For CY 2009 and CY 2010, state
general fund revenues are General Fund — State revenue estimates from the June 2009
Washington State Economic and Revenue Forecast Council converted from a fiscal-year basis to
a calendar-year basis.



e The following state revenue sources, totaling less than $30 million annually, have been excluded

from these estimates:
Sales and income from property.
Contributions and grants.

O O 0 0 O0O0

O

Grant and loan repayments.

Indirect and prior cost recoveries.
Unclaimed property.
Charges for publications and documents.
Interest and investment earnings.

e State general fund revenues for CYs 2011-15 are estimated to grow, on average, by the change
in real per capita personal income plus change in inflation plus change in population, adjusted
for revenue elasticity. This methodology is consistent with prior long-term revenue forecasts
produced by the Office of Financial Management (OFM), and results in an average annual
growth rate of 4.8 percent.

e State general fund revenues are reduced by the amount required to be transferred into the
Budget Stabilization Account created under Article 7, Section 12, of the Washington State
Constitution.

e The initiative defines inflation as the annual percentage change in the Implicit Price Deflator for
Personal Consumption for the United States as published on or about March 27 each calendar
year by the Buteau of Economic Analysis and reported by OFM. Inflation estimates for CY
2009 and CY 2011 are from the June 2009 Washington State Economic and Revenue Forecast.
Inflation estimates for CYs 2012-15 ate from the June 2009 IHS Global Insight forecast of the
Implicit Price Deflator for the United States. The Washington State Economic and Revenue
Forecast Council relies on THS Global Insight models and data for the U.S. portion of the
official state economic forecast.

e The initiative defines population growth as the percentage change in the statewide population
based on the annual statewide population determinations reported by OFM during the prior
calendar year and the current calendar year. Statewide population growth estimates are from
OFM’s 30-Year Forecast of the State Population.

Estimated STATE Cash Receipts:

FUND CY 2010 CY 2011 CY 2012 CY 2013 CY 2014 CY 2015
General 0 ($676,000,000) | ($875,000,000) | ($1,125,000,000) | ($1,447,000,000) | ($1,803,000,000)
Fund - State

Lower State 0 $676,000,000 | $875,000,000 | $1,125,000,000 | $1,447,000,000 $1,803,000,000
Property Tax

Account

State Costs to Implement - Assumptions
Less than $50,000 will be incurred by OFM in CY 2009 and CY 2010 to set up, test and verify
computer systems, and establish policies and practices to implement a state general fund revenue

limit.

County and City Revenue Estimate - Assumptions

e The initiative applies to counties, first class cities, second class cities, code cities, towns and
unclassified cities.




e To account for possible diffetent patterns in population and revenue growth, counties and cities
were analyzed using four groupings:
1. Urban County — 7 counties
2. Rural County — 32 counties
3. Cities in Utban Counties — 109 cities and towns
4. Cities in Rural Counties — 172 cities and towns

Urban counties are Clark, King, Kitsap, Pierce, Snohomish, Spokane and Thurston; all others
are rural counties. Under RCW 82.14.370, rural counties are defined as a county with a
population density of less than 100 petsons pet square mile or a county smaller than 225 square
miles as determined and published each year by OFM for the period July 1 to June 30.

County and city general fund revenues are defined as the aggregate of revenue from taxes, fees
and other governmental charges received by the county or city and deposited into the county
current expense fund or city general fund, respectively. County and city revenues are estimated
from 2007 financial information contained in the Local Government Financial Reporting System
(LGFRS) of the Washington State Auditor’s Office. Only funds reported within LGFRS as
general fund revenues are assumed to be deposited into the county cutrent expense fund or city
general fund, and therefore, are included in these estimates.
e The following county and city revenue sources have been excluded from these estimates:
o Federal and state direct and indirect grants.
State shared taxes or revenues.
Charges for contracted services performed by counties or cities.
Charges for enterprise activities or charges that are not governmental in nature.
Inter-fund and inter-department charges.
o Interest and investment earnings.
¢ County and city general fund revenue growth rates for CYs 200915 are related to the state’s

revenue growth rate by estimating each grouping’s five-year historical rate of revenue growth in
proportion to the state’s revenue growth rate of 4.8 percent.

O O O O

e Inflation estimates for counties and cities are the same as used for the state.

e Population growth is defined as the percentage change in the countywide population for
counties and the percentage change in citywide population in cities, as reported annually by
OFM. County and city population growth is estimated from OFM’s 30-Year Forecast of the
State Population, adjusted using OFM’s Washington State County Growth Management
Population Projections: 2000-2030 and each grouping’s historic population growth rates.

Estimated URBAN COUNTY Cash Receipts:

FUND CY 2010 CY 2011 CY 2012 CY 2013 CY 2014 CY 2015

General 0 ($55,000,000) | ($70,000,000) | ($87,000,000) ($111,000,000) ($137,000,000)
Fund -
Urban
Counties

Lower 0 $55,000,000 $70,000,000 $87,000,000 $111,000,000 $137,000,000
County
Property
Tax
Accounts




Estimated RURAL COUNTY Cash Receipts:

FUND

CY 2010

CY 2011

CY 2012

CY 2013

CY 2014

CY 2015

General
Fund -
Rural
Counties

0

($24,000,000)

($35,000,000)

($46,000,000)

($58,000,000)

($72,000,000)

Lower
County
Property
Tax
Accounts

$24,000,000

$35,000,000

$46,000,000

$58,000,000

$72,000,000

Estimated CITIES IN URBAN COUNTIES Cash Receipts:

FUND

CY 2010

CY 2011

CY 2012

CY 2013

CY 2014

CY 2015

General
Fund -
Cities in
Urban
Counties

0

($176,000,000)

($257,000,000)

($350,000,000)

($463,000,000)

($588,000,000)

Lower City
Property
Tax
Accounts

$176,000,000

$257,000,000

$350,000,000

$463,000,000

$588,000,000

Estimated CITIES IN

RURAL COUNTIES Cash Receipts:

FUND

CY 2010

CY 2011

CY 2012

CY 2013

CY 2014

CY 2015

General
Fund -
Cities in
Rural
Counties

0

($30,000,000)

($42,000,000)

($55,000,000)

($72,000,000)

($91,000,000)

Lower City
Property
Tax
Accounts

$30,000,000

$42,000,000

$55,000,000

$72,000,000

$91,000,000

County and City Costs to Implement - Assumptions
County and cities will incur indeterminate costs to implement the initiative during CY 2009 and

CY 2010 to modify computer systems, establish policies and practices, train employees and respond
to requests for public information. Costs will vary by jurisdiction and depend, in large patt, on the
jurisdiction’s ability to modify accounting systems to identify and track revenues subject to the
general fund revenue limit.




RESOLUTIONNO.4534

A RESOLUTION OF THE CITY COUNCIL OF
THE CITY OF AUBURN, WASHINGTON,
STATING THE CITY COUNCIL'S OPPOSITION
TO INITIATIVE 1033 ON THE NOVEMBER 3,
2009, GENERAL ELECTION BALLOT

WHEREAS, Initiative 1033 will be presented to the voters of the State of
Washington at the general election on November 3, 2009, with the following
official Ballot Title:

INITIATIVE MEASURE NO. 1033 CONCERNS STATE, COUNTY AND CITY REVENUE.

THIS MEASURE WOULD LIMIT GROWTH OF CERTAIN STATE, COUNTY
AND CITY REVENUE TO ANNUAL INFLATION AND POPULATION GROWTH, NOT
INCLUDING VOTER-APPROVED REVENUE INCREASES. REVENUE COLLECTED
ABOVE THE LIMIT WOULD REDUCE PROPERTY TAX LEVIES.

SHOULD THIS MEASURE BE ENACTED INTO LAW? YES [ ] NO[ I;
and

WHEREAS, this year Washington state and its cities and counties have
faced devastating budget deficits that forced the legislators and elected officials
to make very tough cuts to basic services, as well as to essential governmental
programs, but under Initiative 1033, this year's governmental budgets would be
locked in as the baseline for all future budgets, notwithstanding the hard-felt
budget cuts and intrusions into limited reserves to fund governmental services;
and

WHEREAS, under Initiative 1033, general fund revenue for any year
would be limited to the amount of revenue received by the state, county or city,
as applicable, in the previous year, plus a percentage increase reflecting inflation
and population growth; and

WHEREAS, the Washington State Office of Financial Management (OFM)

has estimated that Initiative 1033 will reduce state general fund revenues that
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support education; social, health, and environmental services; and general
government activities by $5.9 billion by 2015; and

WHEREAS, Initiative 1033 would remove money from the state general
fund at a time when the state already faces a significant projected revenue
shortfall for the 2009 — 2010 biennium; and

WHEREAS, OFM has further estimated that Initiative 1033 will reduce
general fund revenues that support public safety, infrastructure and general
governmental activities by $694 million for counties and $2.1 billion for cities by
2015; and

WHEREAS, the effect of the Initiative 1033 revenue limitation is
exacerbated during a recession as the Initiative does not provide for recovery in
the event of an economic downturn and that Initiative 1033 would provide that
none of the cuts made in public services as a result of the current recession
could be restored without a public vote, which public votes take time, cost money
and allow politics and special interest money to influence the outcome; and

WHEREAS, the effect of Initiative 1033 is a significant shift away from
representaﬁve government, in that it would take away the current power of
elected public representatives to make budget decisions, and it would essentially
turn the process into budgeting by referendum, not just for the State of
Washington, but for all 39 counties and all 281 cities in the state, and

WHEREAS, limitations in Initiative 1033 would lower taxes already limited
by the current levy lid provisions in Chapter 84.55 RCW; and

WHEREAS, as provided in RCW 42.17.130, the City Council of the City of
Auburn desires to show its opposition to Initiative 1033.

NOW, THEREFORE, THE CITY COUNCIL OF THE CITY OF AUBURN,
WASHINGTON, HEREBY RESOLVES as follows:

Section 1. The City Council, after considering testimony at a duly noticed
public hearing, hereby opposes Initiative 1033.
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Section 2. The City Council hereby urges citizens to vote no on Initiative
1033 on November 3, 2009.
Section 3. This Resolution shall be in full force and effect upon passage

and signatures hereon.

Passed by the City Council this day of , 2009.

PETER B. LEWIS, MAYOR
ATTEST:

Danielle E. Daskam, City Clerk

)

Aiel B. HereLClty Attorne\y\_._____._
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